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President's Report to the Shareholders: 


On behalf of the Board of Directors, | am pleased to submit this Annual Report for the year ended 
September 30, 1976. 


Consolidated sales for the year totalled $10,980,882. down 12.7% over the previous year’s restated sales of 
$12,579,480. The company’s operating profits from continuing operations were $429,448. or 17¢ per share 
compared to $641,403. or 26¢ per share for the previous year. 


The company’s net profit, after extraordinary items amounted to $512,999. or 20¢ per share as compared 
with restated net profit of $913,432. or 37¢ per share in fiscal year 1975. 


Incuded in the net profit, as an extraordinary item, are the earnings made by the company from the sale of 
WAYNE FORGE LIMITED and the businesses formerly carried on by The Gas Machinery Company (Canada) 
Limited, Pyronics Canada Limited and the-Electronic Division of Otaco Limited, all of which are wholly owned 
subsidiaries of Bartaco Industries Limited. This profit was $73,306. The sale price was $341,602., the most part 
of which has been paid in cash with the final balance due on March 31, 1977. 


The sale was a continuation of management's ongoing policy of concentrating operations in the areas in 
which the management has both knowledge and expertise. The favourable terms of this transaction also helped 
to maintain the working capital of Bartaco Industries Limited which has been a primary goal of management for 
the past several years. 


During the past year it has become increasingly evident that a substantial infusion of capital is required to 
facilitate the expansion and modernization of the manufacturing facilities in order to achieve productive 
economies and to meet increasing customer requirements. After exploring all areas of financing, management 
satisfied itself that the cost of either equity or debt financing would be prohibitive for a company this size. Ac- 
cordingly, management investigated the acquisition of a company with substantial liquidity and on November 5, 
1976, control of Redlaw Enterprises Inc.. was acquired. Redlaw Enterprises Inc. has assets of approximately 
$10-million, $7.2-million being invested in cash items and the balance in a California based company engaged in 
the sale and leasing of heavy industrial, construction and mining equipment. 


The company purchased 52 per cent of the outstanding shares of Redlaw Enterprises Inc. at a price of 
$4,870,800 being $4.10 per share. Financing was arranged through Galt Malleable Iron Limited by way of a 
$4.8-million loan from the Royal Bank of Canada. In addition to this share purchase, the Vendor is committed to 
deliver a further 200,000 shares of Redilaw Enterprises Inc. and Bartaco Industries Limited is committed to 
purchase these extra shares. Management's plan is to utilize the capital available in Redlaw Enterprises Inc. to 
upgrade and expand the company’s foundry operations. 


On December 23, 1976, Galt Malleable Iron Limited which has voting share control of Bartaco Industries 
Limited along with management control entered into a share purchase agreement with Alco Standard Corpora- 
tion, the beneficial owner of 1,305,939 of the common shares in the capital stock of Bartaco, for the purchase 
of those shares. Management feels that this transaction will be beneficial to the company as it allows manage- 
ment to take necessary steps in improving the company’s performance more swiftly and efficiently. 


Your directors wish to thank the employees for their dedicated service and the shareholders for their 
confidence and the interest shown by them. 


The annual and general meeting of shareholders will be held in the British Columbia Room of the Royal 
York Hotel, Toronto, on Tuesday, March 29, 1977, at 10:00 a.m., Toronto Time. Notice of this meeting together 
with the Information Circular and Proxy Form is enclosed with this report. 


On behalf of the Board of Directors. i. an 


Orillia, Ontario. D. R. McKay, 
February 22, 1977. President. 


Bartaco Industries Limited and Subsidiaries 


Consolidated Financial Statements 
Consolidated Statement of Income 


For The Year Ended September 30 (Restated) 
; 1975 
$ 
REVENUES 
Net. sales tind atjacte i ck Sierras aku we eee ole) wae er eee 12,579,480 
COSTS AND EXPENSES 
Gostiofigoodsesold x i. 8 os ahh. cecedeue ieee eae eae eee ree 9,396,677 
Selling, administrativerand  generali(Note 13) eerie teen 1,616,683 
DE preciatiOn war sneuetsroisns oie uel ois he, eek tet ee ea 259,007 
AIMOLELZATION ear oc boty aw ee Neo Or OREN Oh la eT eee teres 9,000 
Liter estircc SARE Aa Re ae ere aes te ite pee een eee 266,665 
Taxes on income 
Current 2000's Mesncks ete crore hekennees 2e en fen tens nee ae ee 347,245 
Deferred sje. 64k a EEE OS ee ae ee ee 42,800 
11,938,077 
NET INCOME FROM CONTINUING OPERATIONS (Note 9)..... 641,403 
Operating losses of businesses sold during the year net of 
TVEOME CAKES ® cue the Gsce a over eietete cae ok scat oto ny an ak cre etas epic oe eee ome 87,451 
NET INCOME BEFORE EXTRAORDINARY ITEMS 
(Notes 9) Sesteie et ea Mgt Mee Nest evaded ae 553,952 
EXTRAORDINARY ITEMS 
Reduction cf income taxes on application of prior years’ losses. . . 310,932 
Write-off of net equity over cost for businesses sold........... = 
Profit, onasalesot businessesssoldaas: mata nr acr ence en eee 48,548 
359,480 
NEICINCOMEJFOR, THE SY EA RS(UNOte.9 | pe ea eee ere ee 913,432 


Consolidated Statement of Retained Earnings 
For The Year Ended September 30 


1975 
$ 
Deficit - Beginning of Year - 
As previously reported BR EN, Wine ee eee Bae eee Saree en Se 32,089 988,321 
Prior iperiodsadjustmentn(NOten/\ a. aie ene een ee ee 42,800 a3 
Deficit - Beginning of Year - 
As restated Shc Sige hoe cette ee a ee ee ] 4 988,321 
Nety incomes toret ie: yearitac. th. say. tent ee eee re ee 913,432 


Retained: Earnings (Deficite-yEnd of Year 404. 4.42 eee : 0 (74,889) 


Consolidated Statement of 


Changes in Financial Position 
For The Year Ended September 30 


SOURCE OF FUNDS 


Funds provided by operations 
Weruimicomespetoterextracrdinary items, 6. s.26e. soe se oa es 
He Pre Clacio memes tarts aie: Shee sca hPa ehoh bool wrest ahootele ieleetwtete 
PUIVOFEIZAL OM MORE AY MEEe 2 scl Edad kahal oft ais atehel etal Malet oh cmahotonelotatals 


BrocecdseOlesn EMOMDIGINeSSES Re ones. a ee oe oe stele 
Reduction in income taxes on application of prior year’s losses. . 
INeUE Ucreqscmilmlong-tereCcDt an erie 6. ou Orly ae ashe + ects 
Prececasmonesaiemo tat ixedeassclson ics mh te yak = Fisince oh en ee ae 


APPLICATION OF FUNDS 


Banedase qoLeOropeleveandeed UIPINeNt 5 ..4ie/. dais. ule! ss ans oe wie 
MCLOASESITL COLEREE MEI AEDES tyaioye tt Pes afopanecarohinseaietahir aot iavel sam, shodgtat 
Blecreaccmind Onete iC CD Caos 1a. ote te mio) ee aua eie-8 oie 8 iat aoa ee 


INCREASE (DECREASE) IN WORKING CAPITAL ............. 


WORKING CAPITAL - BEGINNING OF YEAR ..............4. 


Increase (decteasejsin wotking capital. (2 ce. de0- eerie xen oe 


WORKING CAPITALT-~END(OPSY BAR wie orc waeroreteiete te 204 ohio sks 


FUNDS REPRESENTED BY: 


WORKING CAPITAL - END OF YEAR..........eecceessenees 


287,106 
279,328 
16,597 
163,960 


a Of 4 


753,725 


94,041 


127,032 
40,050 
2,188 


1,017,036 


449,529 
583,869 


1,033,398 


(16,362) 


1,077,875 


(16,362) 


1,061,513 


4,330,585 


3,209,072 


1975 


DDD ID 2 
262,388 
19,439 
42,800 


878,579 


48,548 
310,932 


8,158 


1,246,217 


170,154 
25,653 
187,695 


383,502 


S627 15 


215,160 


862,715 


POsisOr 3 


4,053,136 
2,975,261 


Ver agente 


Bartaco Industries Limited and Subsidiaries 


ASSETS 


Current Assets 
Accounts receivable 
Inventories (Notes 2 


UNIS IMB ew o O oho OS bc RES AROS toms 
Fists ie) DE RNS ree aioe Gok on irs BOO 


Notes receivable@ meet ty Pontes su ee ee hs eer or orn 
Marketable securities (market value $207,900)............... 
Prepaid EX penses soy cece ta ktebhss thornton @ aha ten Mile eater tee temener eee 


Totalctirrénlassees Seen. vba ened eee ee 


Property and Equipme 


Buildings and impro 


nt 


MEINEM o ogo bo ODD ODO oO doo ORD OCOD OOOO EOD 


Machinery andvequipment ga ..t a ae ee eee eee 


DessssAccumulatedsdepreciation aan rea ee ee ene 


Other Assets 


Excess of cost of acquired companies Over equity... 250+ -6 oe" 


Deferred charges (N 


SA) te oa Oe ARO ae OA ck 


Signed on behalf of the board 


D. R. McKa y 


F. W. Simpson 


Director 


Director 


Consolidatec 
976s 1975 

$ § 
1,722,444 1,939,793 
2,113,345 2,055,185 

Dei & 

196,316 zs 
76,723 58,158 
4,330,585 4,053,136 
9,002 9,002 
1,777,000 1,733,873 
5.307673 5,075,555 
7,093,675 6,818,430 
3,265,832 3.131131 
3,827,843 3,687,299 
is 80,950 
738,461 171,189 
738,461 352,139 
8,896,889 7,992,574 


lance Sheet 


LIABILITIES 


Current Liabilities 


Notes and advances payabletto bank (Notet4).7.0.45..52.0.% 


PrecoUntsEpay ab lesandeacclUcceliaDiliticsnmn mate (ie ere eee 


Garmenteportionsos|Oue-teriy dcOl wee nan ae ee 


Motalecurrentella bilities: ey were cuss ae Gea ee I ee: 


Long-Term Debt (Note 5) 


Deferred Credits 


@: © (0) ie) 10) “ef, (ot ie “ee 0: (0) we) ie! Ke) se) (6) Je: fei ce) G(s’ ele 6.6: ie) 0) jer ue) 0 e 


Werceredmincomestaxcss(NOlen) |). =. Roe Kin as Rae ee 


Ex cesshomcquityaim acauired companies Over COst samnlsn ew 


Total deferred credits 


@) 6) 6: (6) Ye: (6) ‘eo (@: 101 ‘0! 6 6) 0: (6) <6 16 to (a (6) ‘eo: 10. Te! <@) 6: le: (0% @, je) (0: ‘oe: ‘0; ve! 6 


SHAREHOLDERS’ EQUITY 


Capital Stock (Note 6)... 


Retained Earnings (Deficit) 


Gi 6: “© (a7 c@ (e, 0 0) ©) *) ie) ‘0; © © 0 8 6 Je 0) 6 ew 6 10 ser 0 (8) 1@ & ja) @' s0) 1 


0 ©. 16) 0) 6 © 6 <a; (e: © 6) Cfo (6) 6) 0 (e (0) 6 6) 6, \e) Re: oe oF ie eo 6 el ce! 


as at September 30 


1976 


2,168,440 
1,005,682 


94,950 


3,269,072. 


402,150 


206,760 


206,760 


4,580,797 


438,110 


3,013,907 


8,896,889 


1975 


1,679,567 
1,109,376 


186,318 


297,200 


362,100 


42,800 
106,505 
149,305 


4,580,797 


(74,889) 
4,505,908 


15992,01% 


Bartaco Industries Limited and Subsidiaries 


Notes to Consolidated Financial Statements 
For The Year Ended September 30, 1976. 


1—Principal Accounting Policies 
Principles of Consolidation 


These consolidated financial statements include the accounts of the company and its subsidiaries, all 
of which are wholly-owned. 


Inventories 


Inventories are valued at the lower of cost, determined primarily on the first-in, first-out basis and net 
realizable value. 


Fixed Assets 
Fixed assets are recorded at cost. The majority of fixed assets, including all additions since 1969, are 
depreciated using the straight-line method at rates intended to write off the assets over their estimated 
useful lives. 

Deferred Charges 
Deferred development costs are being amortized based on units sold. Based on the company’s current 
sales projections the accumulated deferred development costs will be fully amortized within three 


years. Amortization for the current year was $2,512. 


2—Inventories 


go 
$ 
Raw: matetialseanicm@sup plies! sn. i... ern eta eera e 1,030,845 
Wotk-in-proeessiem tee oo. 21.2). /ciin aoc ceto ee eae ee ee 895,974 
Bumished SOO Samir R dete: ase cal art. 5:<74 a ete oan ac nee eae 128,366 
2,059.00 


3—Deferred Charges 


Deferred charges include costs of $619,233, net of government assistance, incurred in the development 
of new products for the Transit Seating Division of a subsidiary, Otaco Industries Limited, Assistance 
received, from the Urban Transportation Development Corporation is subject to repayment by means 


of royalties at a reducing rate on units sold during the first six years of production with a minimum of 
$80,000, 


Notes to Consolidated Financial Statements continued 


4—Security For Bank Advances 


Bank advances are secured by a general assignment of accounts receivable and inventories, and shares 
of subsidiary companies. 


5—Long-Term Debt 


Payable 
Within Long-Term 
Total One Year Portion 
$ $ $ 
74% debenture due monthly to 1981 ......... 362,100 61,200 300,900 
9% note payable annually, maturing in 1979.... 135,000 33,750 1010250 
497,100 94,950 402,150 


6—Capital Stock 


Authorized 
8,375 Preference shares with a par value of $20 each, issuable in series 
2,700,000 Common shares of no par value 


Issued 
7,075 6%% Series A cumulative voting preference shares, redeemable at par.... 141,500 
PRU AOR CO UMINONE SALES Pi gata se Coreg ake re At) cee TORTS Sta os mAs ness rau tee 4,439,297 


4,580,797 


Preference share dividends in arrears amounted to $23,010 at September 30, 1976. 


7—Prior Period Adjustment 


Net income for 1975 has been restated by $42,800 to reflect deferred income taxes relating to that 
year. Utilization of losses carried forward in 1976 created a net deferred tax credit position, $42,800 
of which related to 1975. 


8—Provision For Loss 


An amount of $277,000, representing the debt owing from a major customer which became insolvent 
during the year, has been charged against operations as a provision for bad debts. 


Continued on next page 


Bartaco Industries Limited and Subsidiaries 
Notes to Consolidated Financial Statements continued 


9—Earnings Per Share 


175 
$ 
From continuing operations .......... sees e cree reece ees eect rev eees 220 
From. operations beforeyextraordinaty Items, 0.00 eta een een ees 22 
IN (alsa Vier} tile Ann es OC OO On GO oui ROA AG boosie, GOs s o« 5a¥l 


10—Businesses Sold 
During the year the company sold its investment in Wayne Forge Limited and the businesses formerly 
carried on by The Gas Machinery Company (Canada) Limited, Pyronics Canada Limited and the 
Electronics Division of Otaco Limited. The profit on sale of these businesses is shown as an extraordi- 
nary item, For comparative purposes the revenues, costs and expenses for 1975 have been restated to 
eliminate the operations of businesses sold in 1976. 


11—Contingent Liability 
The company is the defendant in a lawsuit claiming damages against a predecessor company. In the 
opinion of legal counsel, the liability will not exceed $50,000. 


12—Future Income Taxes 
The company has accumulated losses for income tax purposes of $383,960 which may be carried 
forward and used to reduce taxable income in future years. These losses must be claimed no later than: 


$ 
Year ending sSeptembers30,.5197 7 mee sa 4 ees eee 17,629 
LOTS eae Packers cheat leh a conse 42,705 
LNA MRC ICS EEC ONE op UCN ot 6,837 
LOB OO te ls ee erase ata te oh ie eed sane ZODeLO9 
198 Vie oa vexede ae cue wicmeencen ae eae 51,600 


38 3,960 


13—Subsequent Event 
On November 3, 1976 the company purchased approximately 52% of the outstanding common shares 
of Redlaw Enterprises Inc., a Delaware corporation listed on the American Stock Exchange, for U.S. 
$4,870,800. The purchase was financed through a bank loan. The company has an option to purchase 
an additional 9% over the next two years at varying prices. 


14—Dividend Restriction 
The company is subject to restriction on the payment of dividends imposed by the Anti-Inflation Act. 


15—Remuneration to Directors and Officers 


Remuneration paid or payable to directors and senior officers amounted to $159,296 (1975 - 
$135,289). 


COOPERS & LYBRAND 


CHARTERED ACCOUNTANTS 
TELEPHONE (416) 525-0002 


OFFICES THROUGHOUT CANADA 105 MAIN STREET EAST 


AND IN PRINCIPAL AREAS HAMILTON, ONTARIO, CANADA 
OF THE WORLD LEN IGG 


November 26, 1976 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Bartaco Industries 
Limited and its subsidiaries as at September 30, 1976 and the consolidated 
statements of income, retained earnings and changes in financial position for the 
year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as 


we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the 
financial position of the companies as at September 30, 1976 and the results of 
their operations and the changes in their financial position for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


CHARTERED ACCOUNTANTS. 


BARTACO INDUSTRIES LIMITED 


